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 A cash flow plan is a recorded projection of the amount 
and timing of all cash inflows and cash outflows expected to 
occur throughout the planning period. Larger farms, substitution 
of capital assets for labor, and inflation increase the amount 
of cash required to operate the farm or ranch and make the 
cash flow plan an increasingly valuable tool in farm financial 
management. The cash flow plan:
•  establishes target levels for income and expenses, which 
can be used in monitoring progress towards goals
•  points out potential problems in meeting financial obli-
gations
•  indicates when cash is available for new investments
 Although the cash flow plan is important in farm manage-
ment, it is most effective when used with the balance sheet 
(Extension Fact Sheet AGEC-752) and income statement 
(Extension Fact Sheet AGEC-753). These three statements, 
supported by good farm records, form the core of financial 
decision making information. Financial planning involves 
projecting the consequences and results of possible actions, 
using the financial statements, and then analyzing the projected 
results. Thus, the potential effect of actions and decisions can 
be analyzed prior to their implementation and the financial re-
quirements can be evaluated in advance. Comparing budgeted 
flows with those that actually occur is a useful management 
technique for monitoring performance.
The Cash Flow Plan
 A Cash Flow Statement form is provided with this fact 
sheet. The form may be used to document actual cash flows 
or to develop a projected cash flow plan. The cash flow 
may include only business cash flows or both business and 
personal cash inflows and outflows. Operations with multiple 
owners (partnerships, corporations) likely will use the business 
option, while sole proprietors are more likely to use the form 
as a consolidated statement. The user may designate at the 
top of the form which type of cash flow is being developed.
 For a monthly cash flow plan, the columns can be used 
to denote the 12 months of the year. Alternatively, columns 
can be used to denote bi-monthly, quarterly, or semiannual 
periods. The last column can serve as a record of the previous 
year’s total for each line. Or, it may be used to enter estimated 
prices, quantities, or other information pertaining to individual 
cash inflow or outflow estimates.
 The rows correspond to individual cash inflow and out-
flow items. Additional rows provide space for determining the 
projected cash position, borrowing, operating loan payments, 
and the accumulated loan balance for each period of the year. 
Sums of each cash inflow and outflow item (rows) for the 
year are listed in the Totals column. Thus, the values in this 
column represent the projected annual sources (inflows) and 
uses (outflows) of cash. The Totals column is also useful as 
a check column for possible mistakes in the entries for each 
period.
Steps in Estimating Cash Flow
 A cash flow projection should be prepared when farm plans 
for the coming year are being developed. A good time to plan 
and prepare the cash flow estimate is at the beginning of the 
accounting period. For many farm and ranch firms, this will 
be at the first of the year when information is summarized for 
income tax returns. For others, it may be during the planning 
period prior to planting crops, purchasing cattle, or seeking 
a loan.
 Last year’s actual entries from hand records, tax forms, 
or checkbook registers are useful in projecting the cash flow 
for the coming year. Some record keeping systems provide a 
complete cash flow summary of the previous year.1 Another 
source of information is last year’s projections, if available. 
If a cash flow has not previously been completed, or if major 
changes in the operation are planned, relying on previous 
estimates may not be adequate. Crop and livestock budgets 
also provide input for projecting cash flows. Budgets can be 
adjusted from last year’s actual figures to reflect changes in 
cattle numbers, crop acreage, and expected costs and prices.
 Once records and other available information such as 
enterprise budgets and a farm organization plan for the com-
ing year are gathered, you are ready to begin entering data 
in the cash flow form. A good starting point is to complete last 
year’s actual column (the last column). This will serve as a 
check for reasonableness in estimates for the coming year. 
Rows 1 to 57 may be completed several ways:
1.   Estimates of the totals may be entered in the Totals col-
umn and then prorated to the periods of expected flow.
Developing 
a Cash Flow Plan
1 See OSU Extension Fact Sheet AGEC-302 for more detailed informa-
tion about farm record systems available to Oklahoma farmers.
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